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THE DIRECTORS’ ANNUAL REPORT 


Your Directors are pleased to report this year’s singular progress in developing the primary 
Company holdings in the Canadian Arctic Islands and in Eastern Ecuador, South America. The 
PHOENIX Arctic interests came into prominence following the mid-1968 announcement of the 
huge Prudhoe Bay oil strike by Atlantic-Esso on Alaska’s North Slope, a region geologically 
related to the Canadian Arctic. In April 1969, the Canadian Government’s partnership with the 
oil industry, Panarctic Oils Ltd., commenced their first Arctic Islands drilling. Perhaps presaging 
drilling, Panarctic’s 1968 field program concentrated on Northern Bathurst Island and Devon 
Island’s Grinnell Peninsula, the locale of large Company acreage holdings. 


We reprint herewith the comprehensive 6 January 1969 Wall Street Journal report on the drama 
and significance of North America’s new Arctic oil frontier — with political and economic impli- 
cations reaching far beyond the region’s promise for the oil industry. Major Arctic oil reserves 
immeasurably enhance North America’s political security. Arctic oil transportation require- 
ments can revise world trade patterns. Many industries will benefit from the technological ad- 
vances necessary to overcome the difficult logistics of Arctic oil development and marketing. As 
pioneer Canadian Arctic operators since 1960, the PHOENIX participation in this play is central 
within the more accessible areas of current exploration interest. 


Management policy continues to stress acquisition and preliminary development planning on 


_ Major natural resource prospects considered to have the potential to attract the later entry of 


senior capital. To limit financial commitments and risk, thorough legal, political and technical 
planning — and Shareholder patience — is required. A satisfactory working capital position will 
be maintained and capital stock dilution will be limited. Commercial success in any single project 
should be adequately reflected in the Shareholders’ equity — based on our relatively modest 
capitalization. 


" The Canadian Arctic’s oil play has come of age now that the Panarctic combine is drilling their 


first two wildcat wells on Melville Island (Sandy Point L-46 to 6,000 ft. and Drake Point L-67 
to 10,000 ft.), as part of a 17-well program planned throughout the Islands. The Panarctic 
project is a $30-million, 5-year program to explore over 44-million acres pooled by over 50 
companies. Sought are oil reserves rivalling those of the Middle East, and surpassing North 
America’s presently known reserves. Geologically, the prospects are now considered as favour- 
ing success. 


We have previously reported on over $300,000 in exploration surveys conducted over the 
PHOENIX holdings in 1960-62 by J. C. Sproule and Associates Ltd., renowned Arctic oil geo- 
logical consultants. Based on favourable geological conditions and prospective structural features 
determined during the Sproule program, we selected our present interests in 2,344,844-acres, 
screened from original holdings of 512-million acres. Without further cost or investment through 
June 1972 (our Panarctic Farmout Agreements provide for extensions to June 1974), PHOENIX 
now retains the following: 


Phoenix 
Island Location Acreage Working Interest 
North and Little Cornwallis & North Central-Northwest 1,474,167 3470 * 
Bathurst (including Lowther and Griffith) 

West Devon (Grinnell Peninsula) 298,944 30% ** 
North Ellef Ringnes 147,823 30% ** 
South & Central Cornwallis 297,347 10% ** = 
West Central Bathurst 126,564 tS one 


* Bankeno 30%, Cominco 33%, Harlake 3% (farmed out to Panarctic Project) 

** Bankeno 32%, Cominco 35%, Harlake 3% (farmed out to Panarctic Project) 

*** Operated by Great Plains (farmed out to Panarctic Project) 
**** Great Plains 50%, Bankeno 17¥2%, Cominco 1742% (Phoenix also holds 242% gross royalty in 

50% of working interest) 

The Sproule reports summarize the oil and gas prospects on the PHOENIX holdings by stressing 
the abundance of porous reservoir and source rocks throughout the region and the relative ease 
and speed with which potentially productive geological structures may be located and defined. 
The barren terrain provides universal surface exposure for detailed in-place examination of the 
entire sedimentary section present in the Arctic Islands. Of particular interest was the discovery 
that many regional sedimentary rock types, of varying ages and from different formations, emit 
strong petroliferous odours upon analysis. 


The following summary reviews the more prominent prospective structures located and mapped 
on the Company’s acreage during the course of the Sproule photogeological and field geological 
survey programs: 


A. Northwest Bathurst Island 
1. Stokes Range Anticline: 11 miles long, 6 miles wide; at least 1,000 ft. of closure and over 
20,000 ft. of sedimentary section indicated. 
2. Northwest Purcell Bay Anticline: 47% miles long, 112 miles wide; over 4,500 ft. of 
closure and about 8,500 ft. of sedimentary section indicated. 
3. Combined Chubb Point and Alexander Anticline: 24 miles long, 3 miles wide; about 
4,500 ft. of closure and 11,000 ft. of sedimentary section indicated. 
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4. Pell Inlet Anticline: 9 miles long, 142 miles wide; about 2,500 ft. of closure and 10,500 
ft. of sedimentary section indicated. 


5. Ten major anticlinal structures were mapped; the foregoing were deemed the more 
important “priority” structures. Also reported were “myriad minor structures which might 
elsewhere appear to be of considerable interest” and which are available for later develop- 
ment. 


B. North and Little Cornwallis Islands 


1. Cape Gell Anticline: 22 miles long, 12 miles wide; about 4,500 ft. of sedimentary sec- 
tion indicated. 


2. Centre Anticline: 18 miles long (on Company acreage), 10 miles wide; about 5,000 ft. of 
sedimentary section indicated. 


3. Baillie Hamilton Island Anticline: 15 miles long, 712 miles wide; about 9,000 ft. of 
sedimentary section indicated. 


4. Several other structural features, both anticlines and faults, were located and are con- 
sidered prospective because of indicated hydrocarbon trapping; included are the Lady 
Hamilton and Templeton Bay Anticlines and the Eleanor River, Riddle Point and 
Rookery Creek Faults. 


C. Devon Island (Grinnell Peninsula) 
1. Inglis Anticline: 20 miles long, over 20 miles wide; about 7,000 ft. of sedimentary section 
Indicated. 
2. Barrow Harbour High: 10 miles long, 4 miles wide; 3,500 ft. of sedimentary section 
indicated. 


D. Lowther Island 


Located at the boundary of three major geological units; the Arctic Lowlands, Parry Island 
Fold Belt and Boothia Arch, the Island contains extensive fault trends tending to create pros- 
pective structures. 


E. Griffith Island 


Located 10 miles southwest of Resolute Bay, Cornwallis Island, the South Griffith Anticline 
is 4 miles long, 2 miles wide; about 5,000 ft. of sedimentary section indicated. 


The continuing string of recent Alaskan wildcat successes proves the Arctic a habitat of major 
oil reserves. Oil industry history proves that prolific wildcat oil discoveries inevitably lead to 
further finds. Active Arctic exploration is assured for decades to come. North America’s deficit oil 
position and Canada’s favourable political climate offset the obviously difficult logistics which 
require very large investment before the first returns. But the vital crude oil import markets of 
Eastern Canada are in large part assured; 1968 imports totalled 488,000 bbls/day; 300,000 
bbls/day of new refinery capacity is under construction; 1975 imports are projected at 663,000 
bbls/day. 


Successful exploitation of the Arctic’s oil potential will require innovation and the dedication of 
the best brains in the industry. A dramatic, early example is the current $25-million conversion 
of the 115,000-ton U.S. flag supertanker Manhattan for its historic August-September voyage 
through the Northwest Passage to prove a water route for Arctic oil to Eastern U.S. and Western 
European markets. Years before the Alaskan discoveries, Dr. J. C. Sproule judged that the 
rewards would merit the risks: “The Canadian Arctic Islands afford independent oil companies 
the best opportunity in the world to develop into major companies. Never before has an inde- 
pendent had the opportunity to become a major oil company at such low cost.” Dr. Sproule 
then forecast that Arctic reserves would be “much easier to develop than in Western Canada, 
mainly because of the ease with which very large and prospective structures can be identified and 
delineated, due to the abundance of rock outcrop” and that the Arctic Islands encompass “the 
largest single known undeveloped oil basin in the Western Hemisphere.” 


Dramatic oil industry history was made in March 1969 when the Texaco-Gulf 50-50 partnership 
announced their 1,328 bbls/day Sacha #1 wildcat oil discovery on a location (see map herein) 
practically centered within our Eastern Ecuador 3,710,000-acre royalty and carried interest oil 
concession holdings. The Sacha strike is fitting tribute to PHOENIX perseverance in this remote, 
trackless Amazon Basin region dating from early 1963. Between August 1937 and 1950, Shell Oil 
alone to 1948, and with Esso to 1950, spent $40-million on unproductive exploration, including 
six dry holes. Yet, from April 1967 to April 1969, Texaco-Gulf posted an incredible 100% 
wildcat success ratio — 8 discoveries in 8 exploratory wells (including recent successes in adja- 
cent Colombia, the record is 10 finds in 10 tries). 


Texaco-Gulf have reportedly spent $20-million to date. Over the next 3 years, a further $200- 
million is slated for exploratory and development work. Not included is the Pacific Coast pipe- 
line, over the Andes; an investment of at least $120-million for a 24”-line with a capacity of at 
least 150,000 bbls/day, targeted for completion in 1971. 


PHOENIX, in partnership with Norsul Oil & Mining Ltd., jointly holds a 2% gross royalty on 
the 1,650,000-acre Texaco-Gulf block and carried net profits interests in about 2,060,000 acres 
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operated by the World Ventures Group (several Murchison Interests, including Kirby Industries 
and others, plus the American Independent Oil Co. — Aminoil — combine, which includes 
Phillips, Signal, Ashland and others); 15% carried in 1,100,000-acres and 5% carried in 
960,000-acres. Within a mile of our royalty block border, the Shushufindi #1 discovery tested 
5,117 bbls/day through a restricted production tubing choke; because of the sizeable indicated 
potential, it is reasonable to assume that this productive structure can extend into our holdings. 
The first World Ventures Group drilling is expected late this year or early 1970. The Group have 
already spent about $3-million on preparatory geological and geophysical surveys. 


PHOENIX assumed responsibility for maintaining this large, now valuable, oil concession project 
in good standing since first negotiating the Norsul association in March 1963. During 1963-64, 
PHOENIX and associated financial interests provided funds aggregating over $80,000 to meet 
critical tax and work commitments to the Ecuador Government to secure the original Pastaza 
Concession Contract (issued 18 August 1961) from certain loss by forfeiture. Deriving from a 
series of Norsul agreements during that period, PHOENIX acquired its 60.2% undivided interest 
in the oil assets of our joint operating subsidiary, Minas y Petroleos del Ecuador, S.A. The 
Texaco-Gulf participation developed from your Management’s January 1965 meetings with 
Texaco at their Latin American head office in Trinidad. Subsequent Management negotiations 
with the World Ventures Group were undertaken with their senior technical consultant, and a 
Group principal, in Houston, Texas in August 1965. With the completion of the Texaco-Gulf 
and World Ventures Group agreements, exploration and development responsibilities were under- 
taken by these partners. No further Phoenix-Norsul expenditures nor association were necessary. 
We have therefore commenced a legal action to secure severance, distribution and independent 
control of our 60.2% interest in the residual joint oil assets, which include the Texaco-Gulf 
royalty, the World Ventures Group carried interests, the Texaco-Gulf cash bonus and specified 
World Ventures production payments. 


PHOENIX and associated interests organized two Delaware corporations, Petrolera General S.A. 
and The Bolivia Gas Transmission Co., for subsidiary operations in Bolivia and elsewhere in 
South America. United States incorporation qualifies Latin American development projects for 
consideration under several important Government investment guaranty and loan programs. 
Both subsidiaries have completed the numerous legal registration requirements for qualification 
to conduct business in Bolivia; similar registration procedures for Petrolera General S.A. are 
underway in another country for a related oil exploration project. Associated financial interests 
have undertaken certain performance bond deposits and project expenditures and commitments 
aggregating about $300,000 to date. 


Our original interest in Bolivia derived from tenders we submitted in early 1966 pursuant to an 
international invitation for proposals to develop one of the world’s largest iron ore-manganese 
reserves in Eastern Bolivia, maintained by the Bolivian Government in a Fiscal Reserve since 
1939. Our proposals were adjudicated as the most favourable and final awards await the com- 
pletion of current United Nations studies covering primarily the manganese potential of this 
region. Recent discoveries of major natural gas reserves in Central Bolivia, otherwise unmarket- 
able, have considerably improved the development economics; direct reduction beneficiation 
considerably lowers unit transportation costs and results in a higher value product. 


As a corollary to the foregoing mineral development project, we have completed extensive 
engineering studies covering the natural gas pipeline route from Central Bolivia to the Brazilian 
border, contemplating the iron ore-manganese project as the key intermediate customer of the 
pipeline system designed to serve one of the world’s largest industrial markets in Sao Paulo-Rio 
de Janeiro, Brazil. Complex Government legal and technical application procedures covering this 
30”-408 mile-$62.4-million project have been completed. This project now requires the formal 
dedication of Bolivian natural gas reserves sufficient to satisfy financing requirements and the 
subsequent negotiation of long-term gas purchase and sale contracts. 


In January 1968, Petrolera General S.A. concluded an agreement with Bolivian private interests 
to finance an established mining company—BOMINCO—in which a 50% interest was then 
acquired. BOMINCO holds several interesting mining properties; of primary interest is the 
historic Machacamarca silver producer, covering 501.4-acres, which has been rehabilitated for 
moderate silver and tin concentrate production. Substantial silver reserves are known to be 
present in the mine’s tailings piles requiring only beneficiation costs, without mining expense, for 
concentration. The property is also reported to contain undeveloped silver vein extensions and 
several unexploited high-grade tin veins. Following the BOMINCO submission of extensive 
technical and financial documentation, the Bolivian Government development bank (Corporacion 
Boliviana de Fomento), operating with Interamerican Development Bank funds, approved under 
date of 21 May 1969 a US$200,000 loan for equipment and machinery requirements together 
with an interim, immediate US$50,000 loan to continue present preparatory operations. The 
formal loan commitment includes a specified undertaking to increase the loan to a total of 
US$2,000,000 for a future major operation, as developed reserves warrant. 


The Company continues to maintain its Snow Lake, Manitoba gold prospect, comprising 18 
patented Mining Leases, in good standing. This property adjoins the former gold producer, 
Nor-Acme gold mines, operated by Howe Sound from 1949 to 1958. In recent years, speculative 
interest deriving from higher free market gold prices instigated several investment enquiries 
concerning this property’s status, its availability for development and our own plans for its 
activation. 


Exemption— Our present and prospective United States Shareholders are advised that all outstanding 
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Financial During 1968-69, the dramatic speculative appeal of the major Alaskan North Slope oil discoveries | 
combined with accelerating international inflationary trends to result in expanded investor interest 
in the appreciating value of corporate natural resource assets. Your Company retains important 
interests in extensive, oil-prospective land holdings in the now actively explored Canadian Arctic 


Notes 


Arctic Oil- 


It Could Set Off 
A New Era 


Reprinted with permission from 


THE WALL STREET JOURNAL. 


January 6,1969 


By RUTH SHELDON KNOWLES 
MELVILLE ISLAND, Canadian Arc- 


tic—At the top of the world, only a few 
hundred miles from the North Pole, lies 
the largest untapped potential oil basin in 
the Western Hemisphere, perhaps one of 
the great oil provinces of the world. It 
may change the balance of world oil 
power. 

The recent discovery of huge oil and 
gas deposits on the edges of the Arctic 
Circle in Alaska and Siberia points a 
geological finger to the potentialities of 
the Canadian Arctic basin, where an ex- 
ploration program is under way as a 
cooperative venture of a large group of 
private oil and mining companies and the 
Canadian government. The consortium, 
Panarctic Oils Ltd., is betting an initial 
$20 million to begin exploration of more 
than 44 million acres in the belief that 
the oil is there, that it can be economic- 
ally competitive in the world market and 
that man has solved the scientific prob- 
lems of making one of the world’s last 
and most forbidding frontiers accessible, 
habitable and profitable. 


Unrealized Prospects 

Although Vilhjalmur Stefansson, the 
Arctic explorer, noted oil seepages on 
Melville Island in 1915, almost nothing 
was known of the geology and mineral 
prospects of the Canadian Arctic Archi- 
pelago until after the end of World War 
IJ. The archipelago’s 525,000 square 
miles of frozen desert islands were formi- 
dable to dog teams and small boats. 
However, beginning in 1955, the use of 
helicopters enabled the Canadian Geo- 
logical Survey to complete the geological 
reconnaissance of over two-thirds of the 
area in four years. The results, indicating 
that all the conditions necessary for the 
existence of big oil fields were present, 
set off a land rush in 1960 among large 
numbers of independent Canadian oil 
companies to lease over 50 million acres. 

After the companies spent $8 million 
in more detailed geological work and 
drilled three dry holes, the original 
enthusiasm began to wane at the end of 
several years. The independent compa- 
nies were each faced with increasing 
work expenditures to hold their permits 
and had obtained a greater knowledge of 
the costs and difficulties of Arctic explo- 
ration. Most of the companies were 
preparing to drop their holdings. 
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PHOENIX common shares remain exempt from the provisions of the Interest Equalization Tax as 
imposed by Section 4911 of the Internal Revenue Code (U.S. Public Law 88-563). 


The author is a petroleum specialist 
who has made four trips around the 
world in the past four years. 


J. Cam Sproule, a Calgary consulting | 
geologist and the leading expert on Arc- | 
tic petroleum geology, and some of the | 
permit holders conceived the idea of a | 
unique oil consortium of private oil and 
mining companies, the Canadian govern- I 
ment and the permit holders. Panarctic | 
Oils Ltd. was formed to take over inr | 
terests, ranging from 50% to 90%, i 
land held by the original permit holden | 
This is 63% of the Arctic lands regarded | 
as potential oil and gas bearing acreage. | 
Panarctic has also acquired 5 million | 
acres in wholly owned permits. 


The most unusual feature of the Pan- | 
arctic consortium is the role and motiva- | 
tion of the Canadian government, which | 
is contributing $9 million for a 45% | 
equity participation. Unlike most nations | 
who “deal with” the oil industry, Canada | 
is motivated by intense nationalism and | 
a desire to promote Canadian private | 
enterprise and to interest it in helping. 
open the Arctic and Northern Territories, | 
which contain 40% of Canada’s land and | 
only 0.2% of its population. } 

The large American, British and Dutch | 
oil interest in the development of western | 
Canada’s oil and gas resources has long | 
been a sensitive subject with Canadians. | 
The government realized that if the 
Canadian independent oil companies ' 
were unable to finance exploration of the | 
Arctic and lost their holdings the acreage | 
would ultimately be developed by the. 
large international oil companies; the ' 
Canadian “presence” would not be firmly 
established in the Arctic. With govern- | 
ment participation, Canadian ownership ' 
of the Panarctic consortium is now 76%. ; 
Yet the Canadian government insisted on | 
taking a minority position, believing that , 
private industry is more capable of man-, 
aging and developing such programs than | 
the government. i 

The first phase of the three year eX- [ 
ploration program was finished in Sep-} 
tember with the completion of 600 miles | 
of seismograph lines on Melville Island | 
to provide structural information to} 
select the first drilling sites. Also, drilling | 
and camp supplies were barged in during | 
the short open-water summer season to| 
be ready for the first of a 17-exploration- | 


well drilling program to begin this 


The most important factor in Arctic 
exploration is planning, and at least a 
year’s lead time is necessary to prepare 
a program for continuous operation. The 
/ Arctic is cruel and unfriendly in the long 
‘winter months of total darkness, when 
temperatures drop to 60 below, blizzards 
and ground fog are frequent and winds 
blow steadily at 30 miles an hour. Even 
so, drilling operations can be carried on 
around the clock with snugly protected 
‘camps and drilling rigs. However, geo- 
logical and seismograph operations must 
\take advantage of the brief few summer 
imonths when the Arctic wears a pleasant 
face, the sun shines 24 hours a day, the 
snow cover melts, gay little Arctic flowers 
blossom and temperatures can reach a 
mild 45 above. Although man does not 
yet live permanently on these starkly 
beautiful and mountainous islands except 
at a few scattered joint Canadian-U.S. 
Weather stations, there is a surprising 
variety of animal and bird life. A visitor 
is more apt to see muskoxen, foxes, hares 
jand lemmings than polar bears or seals. 


| 


Air Age Achievements 


Only the air age makes it possible to 
conquer the Arctic. Ski planes fly in 
tractors to make air strips for larger 
planes to fly in heavy equipment and 
supplies. Panarctic’s seismograph pro- 
zram has been carried out with helicop- 
‘ers designed to pick up drilling equip- 
ment and recording units and set them 
Jown again as quickly and efficiently as 
sand work can be carried out by trucks 
)n the developed areas of western 
Canada. 


The fact that the Arctic Islands are a 
vast desert belt will in the long run make 
inding oil easier and cheaper than in 
many places. Because the islands are so 
yarren of vegetation, soil and snow the 
focks are well exposed and outcrops 
‘eveal the great depth of the basin, the 
‘ock groups it contains, and their prob- 
able disposition. Consequently, as Dr. 
Sproule points out, “Surface geological 
studies can take the place of hundreds of 
nillions of dollars worth of drilling for 
stratigraphic information. That is to say, 
he incidence of dry holes can be greatly 
‘educed by geological studies. As a result 
of our studies to date, we are firmly con- 
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vinced that large reserves of oil can be 
found and produced cheaper on a per 
barrel basis, than anywhere in western 
Canada.” 


Pipelines would be expensive to build 
and maintain in the Arctic. Water trans- 
portation is the cheapest way to move 
petroleum, but the main water channeis 
into the islands are open only a few 
weeks a year. A remarkable and simple 
new ice-breaker appears to offer the solu- 
tion. Panarctic Oils is so confident of its 
capabilities that they have bought 51% 
of the stock of the company that will 
develop and manufacture it. Further- 
more, this new icebreaking technique 
could eventually change the entire world 
shipping picture. 

The inventor, Scott Alexander of 
Ottawa, is an arctic expert. He was in- 
spired while watching an iceberg plow 
majestically through a field of ice. The 
conventional method of icebreaking is 
cumbersome and expensive: Specially 
designed ships ride up on the ice, come 
down on it with great force to break it 
and push it under and behind the ship. 
All too frequently such ice-breakers get 
stuck in jams as the broken pieces come 
together and solidify. The new Alexbow, 
named after its inventor, is like a flared 
plow with a splinter blade that produces 
a splitting action. Attached to the front 
of a ship, it pushes up from the underside 
of the ice, requiring one-twelfth the force 
required by a conventional ice-breaker. 
Broken ice is deflected outward and up 
and is piled atop the ice pack beside the 
vessel, leaving a clear channel behind. 

An open polar route would put the 
Arctic Islands within a short distance of 
the majority of the biggest free world 
markets. The distance between the center 
of the Arctic Islands to Northern Europe 
is less than half the distance from the 
Middle East to Northern Europe*via the 
Suez Canal and two-thirds less the dis- 
tance as long as the Canal remains closed 
and tankers must go around the Cape of 
Good Hope. The islands are only 4,700 
miles from Japan via the polar route as 
contrasted to a distance of 6,000 miles 
from the Arabian Gulf to Japan. Cana- 
dian Arctic oil could compete easily with 
foreign imports to the east coast of 
Canada and the U.S. 


Transportation sometimes accounts for 
as much as 20% of total oil production 
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Islands and in Ecuador which will be maintained in good standing and developed at no cost to 
PHOENIX over a period of many years. Company interests being developed in several further, 
large scale natural resource projects, now in the formative and acquisition stages, are planned to 
result in comparable long-term participations. 
Management policy continues to stress limiting common share capital dilution. Our current 
working capital position continues to support this policy. Our sole capitalization remains 
1,921,856 common shares; maintained unchanged during the past year. There is no senior equity 
nor funded debt. 


Submitted on Behalf of the Board: 


S. DONALD Moore, President 


costs, so that proximity to market is com- 
petitively important. And Canadian Arc- 
tic oil would have an advantage over 
Middle East oil even if it were the same 
distance to the two biggest markets — 
Western Europe and Japan — because 
both Japan and Western Europe are 
looking for a diversity of supply. They 
feel at the mercy of the Arab-Israeli con- 
flict, which resulted in the closing of the 
Suez Canal and an increase in costs of 
oil to Western Europe. 


Furthermore, the Western European 
countries and Japan have been alarmed 
at the growth of power of the Organiza- 
tion of Producing Exporting Countries— 
all Arab countries plus Venezuela and 
Indonesia—one of whose purposes is to 
increase the price of oil. The entry of 
Middle East government oil companies 
into producing, refining and marketing 
also has this end in view. Consequently 
the big consuming countries who are 
non-producers would welcome a_ sub- 
stantial new source of competitive free 
world oil. The fact that such a new 
source was available from a country with 
a stable government dedicated to free- 
enterprise economics would increase 
their desire to loosen the bonds of their 
dependence on the Middle East, which 
currently accounts for 70% of free world 
oil reserves and more than a third of free 
world production. 


Long-Run Promise 


In the long run, the commercial ex- 
ploration of the Arctic which Panarctic 
Oils is pioneering promises to add new 
dimensions to world trade in many other 
ways beside oil. Dr. Sproule is convinced 
that large metallic ore reserves will be 
found in the islands. During field work 
he has already uncovered some promis- 
ing lead and zinc deposits. Iron ore de- 
posits have also been discovered. 


Finally, the combination of the devel- 
opment of natural resources and con- 
quering the polar ice cap would change 
world trade patterns. The centuries-old 
search for a “Northwest Passage” would 
become a reality with shipping traveling 
the Arctic route on a year-round basis, 
making the distance between Tokyo and 
the English Channel only 6,000 miles. 

The day when the Arctic Ocean be- 
comes another crossroads of the world 
is close enough to talk about. 
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Balance Sheet — 31st December 1968 
(with comparative figures for the previous year) 


ASSETS 
CURRENT: 1968 
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ULSEGS IT UNS UG Vite g ser 8 siete a WO otal neal te NN ata AE ele te ann a Ce me na ee Og 60,000 
maarnetaule securities, at cost: (196 7eattmarket 20. ise. nests aviteicds. lk sdeas ivtehat cc: 1,104 
(Market Value — 1968 — $13,500.00) 
PNEEIE PRES ISS We ue cea Sete nA eI 2,675 
$ 100,742 
LSS HAS COLUCTQSRS is 1G STIR Aa eS oe a ee $ 3,869 
ASSOCIATED COMPANIES: 
STEERS, GTO? a) 4 an RN COS neo Ge Oey eee am et a ae $ 1,000 
FN No PN SI RRs Eta ME Ch Seah BP PO hPL Lc he waka ca by ban edidaauacan cases 8,862 
PCCEILGE TCIMINOLES BR CCOLV AC ite cnte eisai koe oe ce wade norwoweien ocoe sleas@encevecwedbWie mlowtes vee 8,282 
$ 18,144 
FIXED: 
Interests in Petroleum and Natural Gas Rights, Permits and/or Leases ........................ $ 48,662 
Pe RET es Mar ee aed as eg eat Fela cata vest den scoasinccints noalvnjénichthausee angie 115,001 
eEMnINON NE CMACVIE EE TRCUILCS Nt COSE oo eas ole carat aac nv ssi nenis Sas'sentgeabeseds via ékepsenonene 501 
$ 164,164 
DEFERRED: 
ROR ARIZ ARTY EOC TSES Fh) he en ies a ola cbc silewllenlicls asia dad stmseviganion nana $ 3,770 
Exploration, Development and Administration Expenses per Schedule “A” ................ 238,598 
$ 242,368 
BREED ES EN es ace eh ls ade RRS Sea RE A $ 529,287 
LIABILITIES 
1968 
CURRENT: 
Accounise bay ableranar Accrued Expenses. rrd.cae coh osha oie teen Resasaceevernonts $ 2,578 
CReCPLS LEOWI, "Rea a ck eRe oc ie RRO Rien rie ne ee hen: OO tr ae en a en ee 2,500 
$ 5,078 
CAPITAL: 
Authorized: $5,000,000.00 divided into 5,000,000 shares of $1.00 each 
Issued — Fully Paid: 
PE TES GRATES FOL iy COU ROACH meee ete Re arg cyte cents orp Geta cma DRae ee Ne amenerabed $1,921,856 
BEE ES ISCONNT DUCT CEN oe Hs hy cv vd Sel cantiak gatas Ua Me aes Comaeseuecmon eee 1,661,496 
$ 260,360 
100,000 shares to be issued of $1.00 each (Notes No. 2-and 3) ..........200:. cee. $ 100,000 
EGS oD SCORE Pet CEOOIT re ete eh nos rack aco cha ee aa ec nese Tne eee 34,600 
$ 65,400 
Gta oC ADA ee. are ee ome arden Souk cd eccheh $ 325,760 
PERRIS EME CCAD ag ES ch re 2 ghetto, Der ae cos ask aA vos sels ange lean ewan tote hn antiens $ 198,449 
‘Total Liabilities, Capital and. Surplus ..5-23..cp6 oa ccdesnens. $529,287, 


See Note No. 3 re Management Incentive Stock Option Plan. 


Approved on Behalf of the Board: 


S. DonaLD Moorg, Director EveErRETT E. Ott, Director 


1967 
$ 71,945 
16,000 
1335 
1,009 
$ 90,287 
$ 3,689 
$ 1,000 
2,250 
11,220 
$ 14,470 
$ 48,662 
115,001 
183 
$ 163,846 
$ 3,770 
229,198 
$ 229,568 
$ 501,860 
1967 
$ 1,848 
$ 1,848 
$1,921,856 
1,661,496 
$ 260,360 
$ 90,000 
32,100 
$ 57,900 
$ 318,260 
$151,752 
$ 501,860 


Note No. 1 
(a) 


(b) 


Note No. 2 


Note No. 3 


Auditor’s 
Report 


Phoenix Canada (il Company Limited 


Notes to Balance Sheet 31st December, 1968 


These consist of: 


$1,000 Government of Canada Bond — 442% 1983 deposited with the securities authorities in the 
Province of Quebec. (Cost — $939). 


Deposit of $2,750.00, plus interest of $180, in connection with possible legal costs. 


Included under share capital to be issued is 40,000 shares which are to be issued at a discount of 50% 
as consideration for the 1965 acquisition of 15 Arctic Island Permits aggregating 493,215 acres and 
$25,000 Government of Canada 3% Perpetuals. 


Pursuant to a Director’s Resolution dated 17th April, 1964, the Company has reserved 100,000 shares 
of its capital stock for the purpose of granting Management Incentive Stock Options to personnel 
engaged in the exploration and development of the Ecuador Concession and it will grant such options 
to such personnel at a price of not less than 50¢ per share nor less than 20% under the market price 
prevailing at the time such options were granted in 1964, such options to extend over a three year 
period and to expire no later than 30th June, 1969. There has been an allocation of these shares and 
to date options on 60,000 shares at 75¢ per share have been exercised. A previous allocation of 40,000 
of these shares exercisable at 85¢ per share was subsequently cancelled by the Company. The Company 
has claimed non-performance of management responsibilities by the optionee. The optionee has insti- 
tuted legal proceedings claiming the right to exercise an option on part or all of the said 40,000 shares. 


To the Shareholders of 
PHOENIX CANADA OIL COMPANY LIMITED: 


I have examined the Balance Sheet of Phoenix Canada Oil Company Limited as at 31st December, 
1968, and the Statements of Deferred Exploration Development and Administration Expense, Surplus 
and Source and Application of Funds for the year then ended. My examination included a general 
review of the accounting procedures and such tests of the accounting records and other supporting 
evidence as I considered necessary in the circumstances. In my opinion these financial statements 
present fairly the financial position of the Company as at 31st December, 1968, and the results of its 
Operations and the source and application of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Ontario, CEcIL B. BELL, 
22nd May, 1969. Chartered Accountant. 


Phoenix Canada Oil Company Limited 


EXPLORATION, DEVELOPMENT AND ADMINISTRATION EXPENSES 
FOR THE YEAR ENDED 31st DECEMBER, 1968 


(with comparative figures for the previous year) SCHEDULE “A” 
EXPLORATION AND DEVELOPMENNT — MINING CLAIMS 1968 1967 
REAPER ITSO URE RE CS UQENC OU ARCS 29 et oh oo sok sali rc cecasroontiicbn sarcoshend icwigde las vuinvavanhe educate gaineaade $ 180 $ 180 
a TP RT cc eh uch Fh ds in asides cada: jeindacev'nedeadanddiov nav aueoabactsies a 350 
$ 180 $ 530 
EXPLORATION AND DEVELOPMENT — OIL AND GaAs LEASES 
Rape OMNE RN SIC MERE DOTES CALIC: SUE VEYS 35 eyo etc. detec ne decied seven nwar tneova own canadntjemd¥awrsbickediustallechinnets $ 4,085 $ 4,500 
Bee MO) AMM CNIS pg ict ie se Seine aweitdnnbasnse oder ond anal ad uhobannticmyaciencni bad — 458 
ea EU Bic act Are ou Cotes oe anil wa ullehs ins ord doen Gnhinincdid ous seyhtrapidhcmedenleoean os 300 
he SES SOS VSS a ee A No a —: 236 
a RN TIS MeN EM 0 TeV Po 5 ac aah w sas Say ctacenldowtem bn on paaeinded suswtns Guabieukde lun drismvabbeoe — 456 
$ 4,085 $ 5,950 
ADMINISTRATION AND GENERAL 
ACO CLIC ee 8. soho cc Sie ngs edo hed ceed xp naan buttinn dase edu ya bachabuaaabbiees S 159307 37.9687 
NE NEN ECM ESO Ge nea a dB sci, de Uo scbigdins oe lsd oscasusscldac os ih dalek he eased 95 60 
NNT ae ch yc cs bin ivi ae bsinas vadragn de deen bv dowgllumbwrnaavoutenene: 2,000 1,983 
(SURG PES ge sa ce Lt a Se ere 1,380 1,054 
SPDT ATMA ENE, LOOT A Ne ter Be i See yas si heasg Pee mngem wea ciwemotar eeu Cananls sve ompouiendgnenansienes ences 708 355 
ELLA LIT Osa ETS SP re OP 2,729 2,103 
IN EES NS re ON cst nd =v vod nnn I Manda Sicin cba aan Se tatdadona tush bsadinvedsonss 1,116 602 
SN SECC Ue me Eee Lo eee tae kc iil 88 es Boas cn increta eaghaw acess wag aden leawons 2.612 2,134 
nN Ts ee eo ae ccs bd at ve vosathssloninai eaiteibin smslau da itletroa nyguoa mideweeel’y aR Ms ES lea 600 
URE CCST SIE KPO SOS cone ee oe csc ele i oth sets swan otee as oh es.utectblvialetleganeWandnis wee ehcoeellentiasanemes 100 100 
MO ENE set ei 5GF. aiaasinin snp lsdersiva ss aS Vainuhineh ehwnctgal nclod abvadioadies “= 85 
$ 13,821 $ 9,763 
NE AC ACT CORR CONV CC shyla ci Re ede nis Uo dv en dic dado ab Janda coma tak eden hela dv stamens — 68 
SEGRE SEE Porc Ig alee Dt a cel Be cen fe A a Pa a a cee 5,286 3,244 
$ 8,535 $ (6,451 
GE MIE SCOEATY CALITO RR ee rr ede ee OR Veeco te $ 12,800 $ 12,931 
Pee neccuraiated Expenses tO €fid OF PreEViOUS VEAL ....-..s.6d.cssncseionacseesenveosnsvsorwnrsasensnea donees 229,198 (2AZ-367 
(a ES SREB URS LEE eleanor $238,598 $225,798 
STATEMENT OF SURPLUS 
FOR THE YEAR ENDED 3lst DECEMBER, 1968 
(with comparative figures for the previous year) SCHEDULE “B” 
1968 1967 
ete Ome PINT IVINS COE VC AR ee ct sd eee A ese gsc een as aaa ROPE nde Eon beones $181,752 $184,465 
Add: Profit or (loss) on sale of investments during the year ...................::::ccsecsesessseeeeeeeteneeeees 16,697 ( 2,713) 
NE RPS TIO RMU CAE eye Os yee cea ie UN ad cite using mea Uo elder eau nd an a ntti Tella intinens $198,449 $181,752 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED 31st DECEMBER, 1968 
(with comparative figures for the previous year) 1968 1967 
SOURCE OF FUNDS (Restated) 
IPROCEECUSTOLES ATES LOD DESISSTIC Chee ete os ere et ars ee eds hee sore oe Races cei ssa otoeaeseee Ss) 7,500) $14,250 
DESL OCEM ACIDE VICCINGS BAe ee Far et Ie i iets Cie 98 a ane ed ina netas Sune eet meee 5,286 3.512 
Pee ECS SE CEEOL INN ALICE OPIS a ch coe i eek chow bae Swot nm nda igndlgteed coe anevada weeps eae — 8,800 
Pee OrE CE ORVES ALONE NIRVICSETENO MNES, 5.5 eoe deo e isc tee A Boehed ae Sanaa SREB pes lad aaa colar parties extern es 16,697 — 
$ 29,483 $ 26,362 
APPLICATION OF FUNDS 
Exproravion, Deveropment and Administration Expenses «2. .-:.0.. 1050. ..00 Gere ce wenceersnencsenevion $ 18,086 $ 16,243 
Purchase of Shares in and Advances to Associated Companies ........................00.2cceeeeeeeees 3,674 14,470 
WMepoct te: egal Costs 22.3. neat: Be eae ome sean rater top soar ent sean Renan 180 2,750 
IBOSSROLESATCEORMITIVESETIIO TICS treme ee meee Ate trary gt ae wie a cae Ean eect regener — 2S 
Ree ROC ARSE LS RS i cg ee iti. Sia wage coats Vndmmaed sy nad eiadiap dnprielacdain ils 318 183 
$ 22,258 $ 36,359 
eg as em eeitrctiam clits Wy OF KING Capital cco. ceca aeci tose a hace ntieesyoracortnes onengbarnincoaehcecinlesos aaleaueevees $7,225 $C 9997) 
MeL APEEMe MENIAL IEC ET OL YCAT. 5 osc e ocr sc coc tern asst chr carineaneneanrnandaeNdnaatiendes oud 88,439 98,436 
Pea eA ANN TNC CN VGA a a 0 5th cag mec heh aad Pa rnd gk n LS EAE aLAe ens eden $ 95,664 $ 88,439 


